AUG G 3 1982

Dear Sir or Madam:

Your applicution for exemption from Federal income tax as an organization
deseribed in Section 501(e)(7) of the Internal Nevenue Code has been given
consideration,

The evidence presented disclosed that you were incorporated on
, under the General Not for Profit Corporation Act
of .

Your purposesn, briefly stated, are to provide public services to reaidents
and guests of . including providing security =nd mainte-
nance of the water syctem, sewer systen, private roadn, swvirming pool, mnd
other facilities. Your Income ia from residents on an equitable hasis.

Section 501(a) of the Internal Revenue Code of 1954 provides for the
exenption of certain organ.zatione desecribed in mubsection 59i (c).

"(7) Clubs orpanized for pleamure; recreatiom, and other nen-
profitable purposes, substmtially all of the activities of
which are for such purposes and no part of the net carninge
of which inures to the benefit of any private shareholder."

Revenue Rulinpg 75-494, published in Cumlative Bulletin 1975-2, page 214,
discugses exemption for organizaticns similar to youra. The ruling holds
that tax exemption is not a)lowable under 501 (c)(7) if an orpgenization
engages 1n any of the fellowing activities: maintaining residential
ntroets, enforeing restrictive covenants, or providing pollce and (ive
protection.

Baced on informatien submitted, 4t appears that your rmaintenance activities
are in direct conflict with the previously cited PRevenue Ruling. Your
activities are not primarily in furtherance of purpoges within 501(e}(7).

Therefore, we have concluded that you do not qualify as an organfization
described in Section 501(c) (7).

You are raquired to file Federal Incone tax returns annually on Form 1120
or Form 1120-il.



i

If you do not agree with thfke conclusions, you may, within 30 days
from the date of this proposed adverse determination ietter, appeal

to the Regional Office through this Key District 0ffflce. Ywur appaanl
should contain the information described under Regfonal Office Appenl
in the encloged Fublization 892, and should be mailed to this office.
The Regional Gifice will let you know what action they tske, and will
sct a date and place for any conferenece to be held., If a written pro-~
teat 18 not received within zhe above tirme poriod this determination
letter will be final,

This 48 a determinagion letter,
-Sincerezly youra,

Bigned I

Distriect Director

Encleosure
Publication 892



